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ACCOUNTING’S CHAOTIC MARGINS: FINANCIAL REPORTING OF THE 
LIBRARY COLLECTIONS OF AUSTRALIA’S PUBLIC UNIVERSITIES 
 
 
ABSTRACT 
 
This paper explores the circumstances and implications of an episode of accounting change 
arising from the extended use of accrual accounting within the Australian public sector.  The 
matter under scrutiny is the financial reporting of the library collections of Australia’s public 
universities.  Accounting standards applying within the Australian public sector imply that 
such collections should generally be accounted for as assets in the statements of financial 
position of the entities that manage them.  A survey reveals considerable diversity and 
subjectivity in the accounting practices adopted in seeking to satisfy this requirement.  This 
raises questions about the reliability and usefulness of the information reported, and renders 
problematic the technical propriety of attempting to express and account for non-financial 
resources in financial terms.  The financial reporting of library collections is posited as a 
‘chaotic margin’ of accounting and consideration is given to possible explanations for the 
disorderly state of practice observed. 
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ACCOUNTING’S CHAOTIC MARGINS: FINANCIAL REPORTING OF THE 
LIBRARY COLLECTIONS OF AUSTRALIA’S PUBLIC UNIVERSITIES 
 
INTRODUCTION 
 
Since the mid 1980s, accounting and government policy-makers in the United Kingdom, 
Australia and New Zealand, among other countries, have implemented significant reforms in 
connection with public sector financial reporting.  Analogous to more general reforms within 
the public sector, with their emphasis on managerialist philosophies and corporate 
terminology and organisational structures (Parker and Guthrie, 1990, 1993; Yeatman, 1994; 
Zifcak, 1994; Boston et al., 1996), accounting reform has encompassed the adoption of 
techniques conventionally applied by commercial entities with profit-seeking intents.  In 
Australia, each of the three accounting standards having specific application to the public 
sector – AAS27 ‘Financial Reporting by Local Governments’, AAS29 ‘Financial Reporting 
by Government Departments’ and AAS31 ‘Financial Reporting by Governments’ – mandate 
the preparation of statements of financial position and financial performance (operating 
statement) on an accrual basis, along with a statement of cash flows.1 
 
Whether this financial reporting regimen is appropriate for all public sector entities has been 
the subject of considerable discussion (Aiken and McCrae, 1992, 1994, 1996; Pallot, 1992, 
2003; Falk and Neilson, 1993; Aiken and Capitanio, 1995; Carnegie and Wolnizer, 1996; 
Clarke-Lewis, 1996; Conn, 1996; Jones and Puglisi, 1997; Guthrie et al., 1997; Boxall, 1998; 
Guthrie, 1998; Rowles et al., 1998; Ryan, 1998; Webster, 1998; Newberry, 2001; Potter, 
2002; Carnegie and West, 2003).  While a range of themes have been evident in this 
literature, accounting for public sector assets has emerged as an especially contentious issue 
and been the source of a more specific and ongoing debate (Rowles, 1992, 2002; Maslen, 
1994, 1997; Carnegie and Wolnizer, 1995, 1997, 1999; Burritt et al., 1996; Hone, 1997; 
Micallef and Peirson, 1997; Carman et al., 1998; Mautz, 1988; Barton, 1999a, 2000; Pallot, 
1990; Byrne, 2002; Carnegie and West, 2004).  Public sector resources are often of an 
essentially non-financial character; for example, public parks and gardens, roads and the land 
they occupy, and the collections held by institutions such as museums and libraries for 
cultural, educative and heritage purposes.  However, under the broad and abstract definition 
of assets contained in Australia’s conceptual framework for financial reporting – ‘future 
economic benefits controlled by an entity as a result of past transactions or other past events’ 
(PSASB and AASB, 1995, para. 14) – it has been contended that such resources should 
generally be regarded as assets for financial reporting purposes.2  More specifically, under 
each of AAS 27, AAS 29 and AAS 31 such resources are to be assigned dollar values and 
                                                 
 
1  AAS27 and AAS 29 were first issued by the Public Sector Accounting Standards Board (PSASB) in 1990 
and 1993 respectively.  Both standards were reissued in 1996.  AAS31 was first issued in 1999, jointly by 
the PSASB and the Australian Accounting Standards Board (AASB).  In 2000 the PSASB was disbanded 
and its function subsumed by the AASB, which now stands alone as the primary accounting standard setting 
authority within Australia.  This outcome reflects both the troubled history of the PSASB (Chua and 
Sinclair, 1994) and the prevalence of the view that public sector accounting was not sufficiently different to 
warrant a separate standard setting body (see Barton, 1999b, 2002; Newberry, 2001, 2003; Kent, 2003). 
 
2 AAS 27 (para. 35) refers specifically to ‘buildings, monuments, roads, bridges and underground pipes’; and 
AAS 31 (para. 11) to ‘infrastructure assets (for example, transport systems), heritage assets (for example, 
historical buildings and monuments) [and] community assets (for example, parks and recreational reserves) 
(para. 11).  AAS 29 (para. 7) lists the same examples as AAS 31. 
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reported in the statements of financial position of relevant public sector entities whenever 
prescribed recognition criteria are satisfied.  The criteria pertain to future economic benefits 
being ‘probable’ and a cost or other reliable measurement being available (PSASB and 
AASB, 1995, para. 38). 
 
The debate over accounting for public sector resources has encompassed almost all aspects of 
the asset definition and recognition criteria.  With regard to resources such as parks and 
gardens, war memorials, and library and museum collections the following questions have 
been to the fore: Do they provide economic benefits to the entities that manage them?  Do 
public sector entities sometimes have only custody, rather than effective control of such 
resources?  Are costs or other reliable money values available?  Where recognition does 
occur, should the assets be depreciated and, if so, what method is appropriate and how are 
variables such as ‘useful life’ to be assessed?  To date, the debate over these issues has been 
primarily analytical and encompassed a diverse range of perspectives.  The primary focus of 
this paper is to re-investigate some of these issues within a specific empirical context: the 
financial reporting of the library collections of Australia’s public universities. 
 
Pursuit of this empirical investigation provides an opportunity to assess the extent to which 
the diverse theoretical perspectives on accounting for public sector assets have manifested in 
discordant practice within the particular setting under examination.  It may also enable 
broader observations to be made about the development of accounting technique.  The 
extended application of conventional accrual based accounting techniques throughout the 
public sector – and particularly in connection with the diverse range of ‘assets’ in that sector 
– represents a new frontier of accounting practice.  And, as Miller (1998, p. 174) has noted: 
‘Accounting is most interesting at its margins.  For it is at the margins that we see new 
calculative practices added to the repertoire of accounting’.  The margins of accounting are 
also where disorderly states of practice are most evident, with neither practitioner consensus 
nor regulatory fiat exerting a standardising influence.  Extant techniques are instead stretched 
and strained as they are applied to accretive or esoteric circumstances, sometimes causing 
them to metamorphose into new practices or be abandoned in favour of bold new approaches.  
The margins of accounting are where the discipline is in ferment, and where focussed 
observation can yield new insights to its development and distension. 
 
The next section outlines the specific accounting issues upon which evidence is sought in this 
study, and the survey method adopted.  This is followed by a presentation and discussion of 
the survey data.  The penultimate section provides an overall assessment of the survey 
findings within the context of the accountability of public sector institutions and the 
usefulness of their financial reports.  Some general observations are also presented 
concerning the nature of incremental developments at accounting’s margins, as adduced from 
this study.  Summarising comments are provided in the concluding section. 
 
ACCOUNTING ISSUES AND SURVEY METHOD 
 
Prior to recent regulatory reforms, Australia’s public universities generally did not account 
for their library collections as assets.  Instead, library acquisitions were usually treated as an 
expense in the year of purchase.  Following the release of accounting standards during the 
1990s having specific application to public sector entities, the more common treatment has 
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been to regard such collections as assets for financial reporting purposes.3  This has 
necessitated that reporting entities adopting this treatment contend with at least the following 
four accounting policy issues: 
 
• Defining appropriate asset categories.  Library collections may comprise several 
million individual items and on materiality and cost-benefits grounds the asset 
categories will necessarily be aggregative.4  However, a range of possibilities are still 
evident, with library collections able to be sub-classified into categories such as 
textbooks, research monographs, newspapers, periodicals, manuscripts, electronic 
sources, and rare or heritage items.  Such categorisation will be influenced by 
disclosure policy (for example, whether to disclose just a single ‘collection’ or to divide 
that into sub-categories) and depreciation policy (for example, a policy of applying 
different depreciation rates to books and periodicals will necessitate that those 
categories be accumulated separately, regardless of whether or not they are individually 
disclosed). 
 
• Assigning an initial money valuation to the collection.  This would generally appear to 
be a far from simple task given the vast number of individual items comprising a 
university library collection and that they are typically accumulated over a significant 
period of time.  Many items, of course, may be irreplaceable or difficult to replace 
because they are no longer in print.  Also, additions to library collections are often 
accumulated in different ways.  While purchase is usually the main method of 
acquisition, donations and bequests – including of resources valued for their rarity, or 
heritage and scholarly significance – are also received by libraries.  A further 
complication arises from the present library collections of many universities having 
being formed by a variety of institutional mergers. 
 
• Specifying how additions to the collection will be accounted for.  While capitalising the 
cost of library acquisitions as an asset would appear to provide a generally 
straightforward way of dealing with this matter, it will be shown in the next section that 
alternative approaches are sometimes adopted. 
 
• Determining whether the collection should be depreciated and, if so, how.  Whether all, 
some or none of the items making up a library collection should be depreciated is a 
potentially contentious issue.  From a theoretical perspective, two fundamental 
questions arise.  First, assuming that a library collection will provide ‘future economic 
benefits’, are those benefits – either of the  collection as a whole or sub-categories 
                                                 
3 As will be discussed in more detail in the following section, it appears that only one of the Australian public 
universities surveyed – the Australian National University (ANU) – is yet to recognise its general library 
collection as an asset for financial reporting purposes.  This is in spite of the ANU – again alone among the 
universities sampled – eschewing the conventional ‘current’ and ‘non-current’ asset classifications in its 
statement of financial position in favour of ‘financial assets’ and ‘non-financial assets’.  Included in the 
‘non-financial assets’ classification are all assets recognised for financial reporting purposes other than cash, 
receivables and investments.  This notion that there are ‘non-financial assets’ that can included at financial 
values in a statement of financial position as part of a set of financial statements is emblematic of apparent 
incongruities in accounting for some public sector ‘assets’ (see, for example, Maslen, 1994, 1997; Carnegie 
and Wolnizer, 1995, 1999; Burritt et al., 1996; Carman et al., 1998; Mautz, 1988; Barton, 1999a, 2000; 
Byrne, 2002; Carnegie and West, 2004). 
 
4 The University of Sydney announced in its 2002 annual report that the five millionth item was added to its 
library collection during that year. 
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within it – consumed over time?  Second, if they are consumed, what is the period and 
pattern of such consumption?  Do books have longer or shorter useful lives than, say, 
periodicals?  Is there a need to distinguish between textbooks used primarily for 
teaching purposes and research monographs?  Should a depreciation policy focus on the 
physical condition of the resources or the currency of their content?  And what of items 
in ‘special’ collections – for example, rare manuscripts – which are often subject to 
special storage and usage conditions designed to ensure their preservation indefinitely? 
 
It seems likely that accountants and others responsible for the financial reporting of library 
collections may have a range of views on these matters – indeed, the data to be presented in 
the next section appears strongly supportive of this contention.  However, an even more 
likely point of agreement is that library collections are crucial resources of universities and 
integral to the process of creating, disseminating and applying knowledge through the 
teaching and research programs which such institutions typically nominate as their core 
reasons for being.  Accordingly, representations about library university collections may be 
important inputs to a variety of decisions.  It would, for example, seem reasonable to posit 
that academics and prospective students might wish to make assessments of such collections 
when formulating preferences for the institutions they wish to join.  Universities might 
compare their collections to those of other similar institutions, and even be pressured into 
revising library budget allocations on the basis of such comparisons.  Governments and other 
policy makers involved in making funding decisions, or assessments of the viability of 
particular institutions, may also be influenced by disclosures of library and other resources 
available within particular institutions. 
 
A range of information sources might be accessed in dealing with such decisions, including 
direct inspection of relevant collections and other resources where this is possible.  However, 
there seems some likelihood – or rather, perhaps, risk – that reported financial values may 
also be used to inform decision making processes.  First, while universities may make a 
variety of voluntary disclosures on the non-financial aspects of their circumstances and 
operations, financial reports are mandatory and include mandatory disclosures.  Second, the 
quantitative nature of financial reports may cause them to be favoured in making the 
comparisons that are necessary for a variety of decision making processes.5  Third, financial 
reports are subject to a formal and independent audit process intended to provide reasonable 
assurance about the integrity of the information supplied.  Quite possibly then, how library 
collections are accounted for in financial reports may have important policy and other 
implications. 
 
But what if such accountings are unreliable, or even chaotic?  In search of evidence on this 
matter a survey of the 2002 annual reports of Australia’s public universities was conducted 
with a view to ascertaining the carrying value of each institution’s library collection(s) and 
the accounting policies adopted in determining such values.6  The audit opinion 
accompanying each financial report was reviewed to identify any qualifications or comments 
pertaining to library collections.  None were noted. 
                                                 
5  A concepts statement in the Australian conceptual framework nominates ‘comparability’ as a required 
qualitative characteristic of general purpose financial reports (SAC3 ‘Qualitative Characteristics of Financial 
Information’, PSASB and Accounting Standards Review Board, 1990, para. 49). 
 
6  Excluded from the sample is the Charles Darwin University, which was formed as a result of a merger at the 
beginning of 2004. 
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PRESENTATION AND DISCUSSION OF SURVEY DATA 
 
The appendix discloses the carrying values of the library collections of the institutions 
sampled, along with details on the array of valuation and depreciation policies adopted.  
Given the diverse nature of the institutions surveyed – in age, size and academic profile – it 
was to be expected that reported carrying values would vary significantly.  Even so, the 
nature of those variations often seems perturbing.  The University of Sydney has the highest 
reported carrying value for a library collection in an Australian public university, at $494 
million, with the University of Queensland coming in second at $482 million.7  In stark 
contrast, the library collection of the University of NSW has a carrying value of only $23 
million – a figure that is less than five per cent of that reported by the University of Sydney.  
This is in spite of these two institutions being of similar size as measured by total revenue 
from ordinary activities ($894 million for Sydney; $899 million for NSW) and student 
numbers (42,420 at Sydney; 40,320 at NSW).  In an even sharper contrast, the Australian 
National University discloses no general library collection as an asset.  Instead, only ‘Rare 
library materials’ are reported in the statement of financial position, at a carrying value of $7 
million.  The $77 million carrying value of the library collection of the University of New 
England – a relatively small regional institution with 18,000 students and total revenues from 
ordinary activities of $175 million – is more than three times that of the University of NSW 
(an institution with more than double the number of students and more than five times as 
much revenue from ordinary activities).  Moreover, the figure reported by the University of 
New England is over 25 times that of some other regional universities, such as Southern 
Cross University ($3 million) and the University of Ballarat ($3 million). 
 
The reported carrying values also highlight that, at least in some cases, accounting for library 
collections is a far from trivial issue within the context of the financial statements within 
which they are recognised.  In the case of the University of Queensland, library collections 
make up 29.3 per cent of the total assets reported in the statement of financial position.  Other 
institutions where library collections are particularly significant relative to total assets include 
Flinders University (23.4 per cent), the University of New England (19.8 per cent), and the 
University of Sydney (16.1 per cent).  At the other end of the scale, the library collection of 
RMIT University makes up only 0.6 per cent of its total assets.  Other library collections that 
constitute relatively small proportions of total reported assets include those of Edith Cowan 
and Macquarie Universities and the University of Ballarat (1.1 per cent for each of these 
institutions).8   
 
University library collections are all unique, and reflective of the size, circumstances and 
histories of the institutions that control them.  However, the examples cited above – along 
with others that can be drawn from the data contained in the appendix – would appear to 
suggest that differences in the reported carrying values of the collections are only partly 
reflective of differences between the collections themselves.  Rather than differences in ‘what 
is being accounted for’, differences in ‘how it is accounted for’ seem likely to have 
                                                 
7  In this discussion money values have been rounded to the nearest million dollars.  The exact dollar values 
disclosed in the financial reports are contained in the appendix. 
 
8 It is acknowledged that the calculations presented here reflect not just considerable subjectivity and policy 
diversity in accounting for library collections, but also in accounting for other university assets.  
Additionally, the location of particular institutions – for example, universities centrally located in capital 
cities compared to regional institutions – is likely to have a major impact on the values assigned to real estate 
assets. 
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explanatory potential.  The following discussion of the accounting policies adopted by 
Australia’s public universities for their library collections considers four key issues: asset 
categories adopted, initial valuation, acquisitions, and depreciation. 
 
Asset categories 
 
The annual reports surveyed typically disclosed library collections in the notes to the final 
statements as a subset of the item ‘Property, plant and equipment’.  The University of 
Newcastle is an exception, in that it did not disclose its library collection separately from 
artworks.  In several cases, disclosure of whether ‘collectors’ items’ (La Trobe), ‘special’ 
(Macquarie and Melbourne), ‘cultural’ (Monash), or ‘rare’ (Australian National University 
and Southern Cross) items were included or excluded was made.  In the case of the 
University of Sydney the library collection is divided into ‘undergraduate’ and ‘research’ 
categories and – as will be discussed below – these are accounted for in quite distinct ways.  
The varying depreciation rates applied to different types of collection items (for example, 
books, serials, audio visual materials and software) by several institutions (see, for example, 
Charles Sturt, Flinders, and Victoria) reveals implicitly that such items are accumulated 
separately from each other.  However, such ‘item type’ classifications were generally not 
separately disclosed in the financial reports.  
 
Initial valuation 
 
The word ‘cost’ appears frequently in the accounting policies describing the initial valuation 
of library collections, but this would not seem to imply any general consistency in practice.  
In many cases – either implicitly or explicitly – ‘cost’ is in fact ‘deemed cost’ and these 
deemed costs appear to have been derived in a variety of ways.  For example, the University 
of Southern Queensland’s deemed cost is derived from a ‘Council valuation’, the Central 
Queensland University’s from ‘fair value’ and James Cook University’s from ‘deprival 
value’.  The source of the Queensland University of Technology’s deemed cost is not 
disclosed.  ‘Replacement cost’ is the basis of the initial valuation adopted by the Universities 
of Canberra and South Australia, while the University of New England uses the term 
‘assessed cost’.  The University of Adelaide refers to ‘internal valuation’, while part of 
Queensland’s collection is at ‘management’s valuation’.  The financial reports of the 
institutions provide very few details on the technical methods adopted in arriving at the 
values described by these various labels.  However, they are generally derived internally (for 
example, Flinders, Canberra, New England, Queensland, Southern Queensland, Sydney and 
University of Technology Sydney), with external valuations usually only sought in 
connection with collections of ‘special’, ‘rare’ and ‘heritage’ items (for example, Australian 
National University, Southern Cross and Melbourne). 
 
Some universities have overcome the problem of initial valuation by adopting a strict 
historical cost approach, although this sometimes appears to have required some contrivance.  
The universities located in Western Australia (Curtin, Edith Cowen, Murdoch and Western 
Australia) are a case in point.  Under an agreement reached by these four universities (see the 
summary of the accounting policy for Edith Cowan presented in the appendix), library 
collections are recorded at ‘cost’, but this is the aggregate of acquisitions for just the prior 
three years. 
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Acquisitions 
 
Accounting for the acquisition of new library materials appears to be one of the less 
contentious policy issues, with the majority of institutions capitalising new purchases at cost.  
There are, however, some notable exceptions.  James Cook University, having determined a 
collection valuation based on deprival value at 31 December 2000, does not appear to add to 
that valuation nor allocate any portion of it to depreciation expense.  Instead, additions made 
since the valuation are charged as an expense.  The University of Canberra adopts a similar 
approach, with there being no change in the carrying value of the library collection from 2001 
to 2002.  The Australian National University also appears to record library acquisitions as an 
expense, although this practice would appear to derive from this institution’s decision not to 
recognise its general library collection as an asset. 
 
Depreciation 
 
The main issues associated with the depreciation of library collections are whether or not to 
depreciate and the method and rate(s) (estimated useful lives) to be used in cases where 
depreciation is to be recorded.  The survey data reveals considerable diversity in institutions’ 
responses to these matters. 
 
‘Special’ and similar collections are typically not depreciated (see, for example, Central 
Queensland, Southern Cross, Melbourne and NSW).  The Queensland University of 
Technology is idiosyncratic in singling out its ‘theses collection’ as the only component of its 
library collection that is not depreciated.  In most instances ‘general’ library collections are 
depreciated, but there are exceptions.  Sydney does not depreciate its ‘research collection’ – 
which comprises 98 per cent of the total carrying value of its library collection – on the 
grounds that ‘it does not diminish in value because of the nature of the collection’.  
Queensland adopts a similar rationale: ‘The Research Library Collection is not depreciated 
because the nature of the collection is such that its value does not diminish over time and 
with use’.  This policy is further justified by ‘a well-established collection development 
policy that clearly states that material added to the collection is to be kept permanently’, the 
‘temperature controlled purpose built facilities’ in which the collection is housed, and the 
collection being ‘fully accessible at all times’.  The University of Technology Sydney is 
similar in its practice of not depreciating any component of its library collection, but distinct 
in providing no elaboration on why this policy has been adopted. 
 
A point of general consistency with regard to depreciation policy is the method of 
depreciation employed.  Except for the universities in Western Australia, all institutions 
surveyed that depreciate their library collections adopt the straight line method, under which 
the depreciable amount of an asset is allocated equally over its useful life.  This is perhaps a 
surprising result, given that the theoretical rationale for the use of the diminishing (reducing) 
balance method of depreciation would often seem to be applicable in connection with library 
materials.  That is, many books and periodicals appear to be used extensively when first 
acquired by libraries, with usage then gradually tapering off.9  The complete rejection of the 
diminishing (reducing) balance method by the institutions surveyed is made more perplexing 
by the very long useful lives adopted by some universities (for example, up to 50 years at 
                                                 
9  Indeed, sections of libraries are often organised on this very principle.  For example, recent issues of 
periodicals are typically readily available from shelves while earlier issues may be in less readily accessible 
storage locations. 
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Flinders, Monash and Melbourne and up to 100 years in the case of the Queensland 
University of Technology).  A presumption that the ‘future economic benefits’ of library 
materials would be consumed equally over such long time frames might be considered 
somewhat bold – although the subjectivity inherent in any attempt to assess the general 
pattern of use of such a multi-faceted and complex resource as a university library is 
acknowledged. 
 
The method of depreciation adopted by the universities in Western Australia is particularly 
idiosyncratic.  As explained in the financial report for Curtin, ‘total acquisitions in the third-
year preceding the current year are depreciated at a rate of 100%’.  The theoretical rationale 
for this approach, presumably, is that the ‘future economic benefits’ of all library materials in 
the collection suddenly – and absolutely – expire for all items in the collection during the 
fourth year after acquisition.10 
 
While a lack of materiality might provide some justification for particular depreciation 
practices, the significance of the money values ascribed to some institutions’ collections 
reveal that depreciation is not a generally trivial matter.  For example, in the case of the 
University of Queensland – where library collections make up almost a third of total assets – 
the decision not to depreciate would appear very significant in the context of the entity’s 
statement of financial performance.  A 10 per cent depreciation charge on this institution’s 
library collections – a moderate rate in the context of the institutions surveyed – would 
constitute 5.2 per cent of total revenue from ordinary activities for 2002 and have the effect 
of more than halving the $86 million net operating result reported for that year. 
 
The general consistency which can be observed in the method of depreciation applied to the 
library collections under examination – Western Australian institutions aside – is not matched 
by consistency in depreciation rates or assumed useful lives.  Some institutions depreciate 
general library collections at 20 per cent per annum, implying a five year useful life (for 
example, Macquarie, Southern Cross, NSW and Western Sydney).  The Western Australian 
universities assume a useful life of three to four years (depending on the time of acquisition 
and the assumed time of the recognition of depreciation expense), although this time frame 
marks the presumed sudden expiration of ‘future economic benefits’ rather an period over 
which they are to be apportioned.  At the University of the Sunshine Coast serials are 
presumed to have a useful life of just three years.  Much longer useful lives are also assumed 
– as mentioned previously, ranging up to 100 years at the Queensland University of 
Technology.  Among those institutions using multiple depreciation rates some further puzzles 
are evident.  Victoria University, for example, attributes a 10 year useful life to books and 
just five years to its serials.  In contradistinction, Charles Sturt University exactly reverses 
this policy: books are depreciated over five years and serials over 10 years.  Flinders, 
Melbourne and South Australia align with Charles Sturt in using higher depreciation rates for 
books than serials, while Central Queensland, Sunshine Coast and Tasmania share with 
Victoria the assumption that serials have shorter useful lives than books. 
 
Based on the data presented, financial reporting of the library collections of Australia’s public 
universities is posited as a chaotic margin of accounting.  The recognition of library 
collections as assets is common, although not universal (with the Australian National 
University standing as significant exception).  Money values have been assigned initially to 
                                                 
10  It might also be asked whether this is really ‘depreciation’, given that accounting definitions of this concept 
traditionally emphasise a gradual and systematic transition from asset to expense. 
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collections using an array of different approaches.  Subsequent acquisitions are usually 
capitalised at cost, but sometime simply charged as an expense.  There is, it seems, no 
overwhelming consensus as to whether library collections should be depreciated, although 
most are.  Where depreciation is recorded, it is the straight line method that is most likely to 
be used.  However, the estimated useful lives of like items range from four to at least 50 
years, and possibly as high as 100 years.  Differing depreciation rates are often applied to 
book and serials within individual collections, but of the universities making disclosures on 
this half assign a higher rate to books than serials while the other half do the reverse.  The 
following section considers possible explanations for the chaotic accounting observed and the 
implications for financial report users. 
 
A CHAOTIC MARGIN OF ACCOUNTING 
 
In the analytical debate over changes to public sector accounting, several arguments were 
presented by those opposed to recognising resources such as library collections as assets for 
financial reporting purposes.  In particular, it was contended that public collections are not 
assets as conventionally defined, and that any money values assigned to them would be very 
subjective, difficult to audit or independently authenticate, and of limited use in aiding the 
accountability evaluations and other decisions that financial reports are intended to serve 
(Carnegie and Wolnizer, 1995, 1999; Burritt et al., 1996; Mautz, 1988; Barton, 1999a, 2000; 
Carnegie and West, 2003, 2004).  Although drawn from a single instance, the survey data 
reported in this study provides some empirical support for these general contentions. 
 
The particular setting studied also provides a counter to one of the main arguments advanced 
in support of the adoption of comprehensive accrual accounting in the public sector.  This is 
that comprehensive accrual accounting is necessary to enable public sector entities to 
determine reliably the cost of the services they provide: ‘only accrual accounting can provide 
the cost base required to accurately cost products and service delivery’ (Webster, 1998, p. 
24).  Periodic depreciation, as an operating expense, varies greatly in the case of public 
university library collections because of the extraordinarily diverse range of policies adopted.  
In some cases it is essentially presumed that there is no expense with holding a library 
collection (that is, no depreciation is charged), while in other instances all acquisition of new 
library materials are recorded immediately as an expense.  Where depreciation is charged the 
amount of the expense is affected not just by widely differing depreciation rates but also by 
the initial values – derived from a diverse range of methods – assigned to library collections. 
 
An obvious point of attribution for the chaotic accounting that has been observed is the 
nascent stage of practice in accounting for library collections as assets for financial reporting 
purposes.  There are two associated implications.  First, sufficient time may not yet have 
elapsed to allow a process of voluntary standardisation to manifest.  That such a process may 
occur is evident from the agreement entered into by the universities of Western Australia to 
adopt jointly a common accounting policy with respect to library collections.  Given 
sufficient time, additional voluntary agreements – as well as other less formal replications of 
accounting policies – may lead to greater consistency in practice.  On the chaotic margins of 
accounting the comfort and expedience of acting in concert might be sufficient to induce 
some voluntary standardisation.  Second, there may not yet have been sufficient time to allow 
formal regulatory agencies to proceed through the time consuming processes of identifying 
the relevant accounting issues, undertaking necessary research, preparing draft 
documentation, inviting comment, obtaining consensus, and issuing formal regulatory 
statements. 
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However, the greater standardisation that may emerge over time in accounting for library 
collections – whether voluntary or coerced by regulatory activity – would only mask the more 
significant and underlying cause of this particular episode of chaotic accounting.  The 
essential task in operationalising accrual accounting abides in assigning money values to 
‘future economic benefits’ and then subsequently apportioning those benefits into ‘expired’ 
(expense) and ‘unexpired’ (asset) categories.  It is an almost wholly abstract process and its 
outputs are ‘fictions’ in the sense that they are generally not empirically verifiable.  As 
Sterling (1976, p. 86) has noted, ‘The only way to resolve disputes about fictional concepts of 
this kind is to legislate more and more statutes in more and more detail’.  Consistent with 
this, West (2003, ch. 5) argues that it is conventional accrual accounting techniques – rather 
than conventionally posited rationales for regulatory activity – that lie behind the continued 
increase in the number of accounting standards and related technical regulations. 
 
The general strains evident when accrual accounting is applied to commercially oriented, 
profit-seeking entities – and which derive generally from attempting to match known past 
costs with unknown and unknowable future revenues – are even more to the fore in 
connection with not-for-profit public sector entities.  Instead of having primarily economic 
objectives, the reason for being for such entities is typically to provide some service to the 
public, such as education, health care, or heritage preservation.  Consistent with this, certain 
key resources that are in the custody of these organisations are not of a financial character 
and only by some considerable distension of the concept could it be claimed that these 
resources provide ‘future economic benefits’.  Consider, for example, a collection of unique 
heritage artefacts held by a museum that charges no admission fees and is prohibited by 
legislation or its constitution from selling or otherwise releasing items from the collection.  
The utility of attempting to value and report in money terms the ‘future economic benefits’ of 
such a resource and subsequently apportion them into ‘expired’ and ‘unexpired’ components 
would seem problematic. 
 
As revealed by the results of the survey contained in this study, the library collections of 
public universities are another setting in which the difficulties of operationalising 
conventional accrual accounting are so manifest as to render its suitability doubtful.  In sum, 
it is contended that the underlying cause of the chaotic accounting that has been observed is 
the application of an accounting technique that is inappropriate within the prevailing 
organisational context.  It is a case of ‘pushing accrual accounting too far’.  As shown, the 
implications of this overextension reach beyond just the chaotic accounting for library 
collections to include the overall corrupting influence on the financial reports within which 
such collections are reported.  The financial reports of Australia’s public universities do not 
provide reliable nor comparable information on their library collections and the inclusion of 
the diverse financial representations that are made seem likely to have the effect of 
diminishing the overall serviceability of the reports. 
 
Rejecting the application of conventional accrual accounting in connection with library 
collections and other similar ‘assets’ does not imply that such resources should not be 
accounted for.  Rather, the challenge is to identify and implement more apt systems of 
accounting and accountability.  In connection with university libraries this could include 
supplementing basic financial information – for example, annual expenditures on library 
acquisitions – with disclosures pertaining to such matters as the size, diversity, currency and 
storage conditions of collections.  Such disclosures would accord with the primarily non-
financial features of these resources, and be more relevant to the decision making processes 
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and accountability evaluations of interested parties than arbitrary and inconsistent disclosures 
of an exclusively financial nature. 
 
A final issue for consideration concerns the policy choices made by individual universities in 
accounting for their library collections.  It is well documented that the managers of private 
business organisations will generally not respond in a random manner to the choices 
sanctioned by the vagaries of conventional accounting and its associated regulatory 
statements.  Instead, accounting policy choices will be driven by a range of private incentives 
(see, for example, Watts and Zimmerman, 1986).  The nature and extent of analogous 
incentives that might apply in the public sector remain under-researched.  However, it seems 
unlikely that the managers of institutions such as public universities are devoid of such 
incentives to the extent that they view financial reporting with indifference.  The disclosure 
of significant operating losses, for example, could perhaps precipitate a questioning of an 
organisation’s viability or even suggestions of poor financial management.  On the other 
hand, the reporting of very high operating surpluses might bring accusations of excessive 
charges being levied against students, or even claims that government grants should be 
reduced. 
 
Given the essentially non-financial objectives of universities it is also perhaps pertinent to ask 
whether a very different kind of incentive might influence their accounting policies.  Is the 
University of Sydney, for example, by not depreciating its ‘research collection’ seeking to 
signal that it places a high value on research activity?  (Remember scholars: your research 
outputs stored in the University of Sydney’s library are purported not to diminish in value!)  
By not depreciating its theses collection is the Queensland University of Technology seeking 
to assure its graduate students that it values their work – forever?  Is it the intent of those 
universities assuming a five year useful life for library items to cultivate an image of currency 
and progress? 
 
It seems unlikely, at present, that these or other speculative rationales can be attributed as 
explanations for the diverse accounting policies observed.  Rather, it is suggested that the 
chaotic margin of accounting examined here is characterised only by haphazardness: a case 
of ‘anything goes’.  The complete absence of any relevant qualifications or other comments 
from the auditors of the institutions sampled appears supportive of this perspective.  When 
there is no consensus or regulatory edicts specifying what accounting is ‘right’, it is 
presumably difficult to establish that any particular approach is ‘wrong’.  This is especially so 
when the matters being accounted for do not have a clearly discernible economic substance. 
 
CONCLUSION 
 
This study has characterised the financial reporting of the library collections of Australia’s 
public universities as a ‘chaotic margin of accounting’.  The dissonance in accounting 
practice that has been observed may be attributable partly to the nascent stage of the 
development of that practice.  However, a more significant explanation derives from the 
nature of the accounting task that has been under investigation.  The essential character of 
university libraries is not financial: they are resources to be held for the purposes of enabling 
education, scholarship and research.  Trying to express non-financial resources in financial 
terms is a ‘border-crossing’ activity that is inevitably accompanied by uncertainty, 
subjectivity and ambiguity.  In particular, attempting to apply conventional accrual 
accounting techniques to library collections – by assigning money values to represent the 
‘future economic benefits’ presumed to inhere in such collections and devising depreciation 
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policies to recognise the gradual consumption of those benefits – is so fraught with 
subjectivity that the accounting policies adopted by institutions surveyed appear to be 
characterised primarily by arbitrariness. 
 
These circumstances have important implications for the credibility and serviceability of the 
financial reports of these institutions.  In particular, the claim that the adoption of 
comprehensive accrual accounting enables public sector institutions to cost accurately the 
services they provide is not supported with regard to the particular setting examined in this 
study.  Rather than facilitating accurate costings of the services provided by universities, 
extending accrual accounting to the library collections of these institutions seems likely to 
have had a distorting effect and diminished the overall serviceability of their financial reports. 
 
The circumstances described establish a case for recognising the limits of conventional 
accrual accounting techniques.  When pushed too far, such techniques inevitably fail and may 
precipitate a ‘chaotic margin of accounting’ of the kind illustrated in this study.  The 
resolution of such chaos will necessarily involve searching for other, more apt, systems of 
accounting and accountability.  In connection with university library collections this will 
include non-financial disclosures of a kind that cohere with the non-financial nature and 
usages of such resources.  Further research which examines the circumstances and 
implications of other episodes of accounting change driven by the extended use of accrual 
accounting in the public sector is encouraged.  Such studies – which could have a range of 
national settings – may reveal other chaotic margins of accounting practice and thereby assist 
in delineating the pragmatic boundaries of the accrual accounting technique.  This, in turn, 
will assist in identifying the domains for which alternative systems of accounting and 
accountability are required. 
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Appendix: Carrying values of the library collections of Australia’s public universities and the relevant accounting policies, as per 2002 
annual reports 
 
Institution (a) Carrying value Basis for valuation Depreciation (b) 
Australian National 
University 
(Total revenues from 
ordinary activities: 
$478m) 
 
 
$6,900,000 
(‘Rare library 
materials’ only) 
‘Rare library materials were revalued in 2001’, with the 
valuation ‘completed by independent qualified valuers’.  No 
policy or other disclosure made regarding other library 
collections.  The expense item ‘Consumables’ of 
$82,041,000, which ‘Includes research and teaching 
materials’ – along with the absence of any general library 
collection from statement of financial position – appears to 
suggests that acquisitions for the general library collection 
are expensed. 
Not depreciated. 
Central Queensland 
University 
($202m) 
 
$27,433,000 ‘Management have deemed the fair value of the Reference 
and Lending Library Collection at the commencement of the 
year ... to be cost’.  Subsequent acquisitions recorded at cost.  
Straight line at 5% for monographs 
and 10% for serials.  An exception 
is the Capricornia Central 
Queensland Collection which is 
‘valued at fair value on the basis 
that this collection is of a heritage 
nature’ and is not depreciated. 
Charles Sturt 
University 
($207m) 
$7,896,000 
 
Cost. Straight line at 10% (periodicals) 
or 20% (monographs and audio-
visual materials). 
Curtin University of 
Technology 
($368m) 
 
$13,906,000 ‘Library books acquired in the four years prior to 31 
December 2002 have been recognised at cost.’ (c)   
‘[T]otal acquisitions in the third-
year preceding the current year are 
depreciated at a rate of 100%.’ 
Edith Cowan 
University 
($206m) 
$6,050,000 ‘All the universities within Western Australia have jointly 
adopted the approach that the total cost of the last three 
years’ acquisition of library books would represent an 
acceptable carrying value of the library collection.  In each 
year, that year’s cost of acquisition would be added onto the 
‘100% of total acquisitions made 
during the fourth year preceding 
the current year.’ 
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carrying value and the earliest year’s cost of acquisition 
within the carrying value would be written off as an 
acceptable estimate of the depreciation of the library 
collection for that year’. 
Deakin University 
($337m) 
$41,115,000 Valued at cost (deemed cost for holdings at 31 December 
2000). 
Straight line at a maximum 6.7%. 
Flinders University 
($185m) 
 
$66,874,000 At ‘Council’s valuation based on current average written 
down replacement cost as at 31 December 1993’, with 
subsequent additions at cost. 
Straight line at 2.5% for 
monographs and 2.0% for serials. 
Griffith University 
($351m) 
 
$45,225,000 ‘[E]ffective from 2002 the General Library Collections will 
be held at cost, while the Special Library Collection will 
continue to be revalued at five yearly intervals.’   
Straight line at 6.7% 
James Cook 
University 
($173m) 
 
$40,843,000 ‘At cost’, with ‘deprival value, determined by a valuation 
conducted at 31 December 2000 ... deemed to be cost.’ 
‘Additions to existing collections since last valuation are 
expensed.’ 
No depreciated. 
La Trobe University 
($321m) 
 
 
$37,850,000 
(excludes 
‘Collectors (sic) 
Items’) 
Collections at Bundoora and Bendigo valued at cost, 
collection at Albury Wodonga capitalised in 1992 using an 
average replacement cost.  Donations are ‘shown at written 
down replacement value based on an average cost index’. 
 Straight line at 10%. 
Macquarie 
University 
($341m) 
$10,189,000 
(includes 
‘Special’) 
‘General’ collection items valued at cost, ‘special’ items at 
market replacement value. 
‘General’ collection is depreciated 
on a Straight line at 20% 
(‘general’ collection only). 
Monash University 
($790m) 
 
$104,459,000 
(excludes 
‘cultural assets’) 
At cost. Straight line at 2% to 20%. 
Murdoch University 
($159) 
 
 
 
$7,546,000 ‘The valuation for library books is based on acquisition for 
three years to the end of the current financial year.’ (c)   
A ‘rolling depreciation’ method is 
adopted, ‘whereby acquisitions in 
the fourth year preceding the 
reporting year are charged to 
depreciation’. 
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Queensland 
University of 
Technology 
($365m) 
 
 
$61,038,000 ‘At cost’, but this being a valuation at 1 January 2002 which 
was deemed to be cost (in accordance with guidelines issued 
by the Queensland Government).  ‘Additions to the 
collection with long term value are ... capitalised.’ 
On a straight line basis ‘over the 
estimated useful life of the 
collection’, with ‘no life expected 
to exceed 100 years’.  ‘The QUT 
theses collection is not 
depreciated.’ 
RMIT University 
($541m) 
$7,928,000 At cost. Straight line at 20%. 
Southern Cross 
University 
($96m) 
 
 
$2,866,000 
(includes rare 
books) 
 
‘The library book collection was brought to account at cost’ 
according to the statement of accounting policy, but is 
recorded at ‘independent valuation’ according to the notes to 
the financial report.   
Straight line at 20% per annum, 
excluding the rare book collection 
which is not depreciated ‘due to 
the unique nature of the 
collection’. 
Swinburne 
University of 
Technology 
($243m) 
$20,484,000 At cost. Straight line at 6.7%. 
University of 
Adelaide 
($371m) 
 
$55,819,000 ‘The Library [collection] was revalued on 31 December 
2002 using an internal valuation based on the annual price 
movement of books and journals.’  
Straight line at 2% to 20%. 
University of 
Ballarat 
($107m) 
$2,831,000 At cost. Straight line at 12.5% to 20%. 
University of 
Canberra 
($111m) 
 
 
$8,305,000 At Council valuation at 31 December 1999, based on the 
estimated replacement cost of the library collection as 
determined by an employee of the university.   
Although the accounting policy 
specifies that depreciation is 
provided ‘on all property, plant 
and equipment [the classification 
under which the library collection 
is included], other than works of 
art’, no depreciation rate is 
specified for the library collection, 
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and no depreciation expense was 
recorded for 2002.  ‘Books and 
publications’ of $1,313,000 were 
included in ‘Other expenses from 
ordinary activities’. 
University of 
Melbourne 
($954m) 
$286,604,000 
(includes rare 
book collection of 
$49,732,000) 
Rare books recorded at independent valuation, with 
remainder of collection at actual or deemed cost. 
Rare books not depreciated.  
Remainder of collection 
depreciated on a straight line basis 
at 2.5% for monographs and 2% 
for periodicals. 
University of 
Newcastle 
($286m) 
 
$15,246,000 
(being for 
‘Artworks &  
Libraries’).  
Library 
collections not 
disclosed 
separately from 
artworks. 
‘General Collection Libraries’ revalued at 31 October 2000 
at written down replacement cost.  ‘Rare Books’ expertly 
valued at 31 October 2000 ‘by applying the standard annual 
rate of appreciation for rare books’. 
Straight line at 20% (general 
collection only). 
University of New 
England 
($175m) 
$77,085,000 At ‘assessed cost at 31 December 1994 ... [as] provided by 
the University Librarian’.  Subsequent acquisitions 
recognised at cost, with the exception of those acquired 
‘other than by an exchange transaction’ which have been 
recognised at their fair value. 
The total carrying value, being the sum of initial assessed 
cost and cost, net of accumulated depreciation, is described 
as ‘Librarians (sic) Valuation’ in the notes to the financial 
report. 
Straight line at 10% for the 
undergraduate collection and 2.5% 
for the research collection. 
University of NSW 
($899m) 
$23,487,000 Library holdings other than rare books are valued at cost. Straight line at 20% (excluding 
rare books, which are not 
depreciated). 
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University of 
Queensland 
($916m) 
$481,887,000 
(Comprising 
research library 
collection of 
$465,676,000 and 
the Fryer Library 
Collection of 
$16,211,000.) 
Research library collection at cost, Fryer Library Collection 
at management’s valuation.  
‘The Research Library collection 
is not depreciated because the 
nature of the collection is such that 
its value does not diminish over 
time and with use.  The University 
has a well-established collection 
development policy that clearly 
states that material added to the 
collection is to be kept 
permanently.  To that end the 
collection is maintained and cared 
for through being held in 
temperature controlled purpose 
built facilities.  The material is 
fully accessible at all times.  After 
discussion with the Queensland 
Audit Office it was agreed to 
review matter of depreciation of 
the Research Library collection in 
2003.’ 
University of South 
Australia 
($306m) 
$27,445,000 ‘The library collection is recognised at written down current 
cost’, based on a University revaluation at 31 December 
2001.  ‘The library valuation will be revalued to fair value at 
the next valuation date, which is currently planned to be 31 
December 2004’.  (The annual report discloses that an initial 
assessment of this proposed change in policy ‘indicates that 
the library will need to be written down’.) 
Straight line at 10% for books and 
electronic materials, and 6.7% for 
journals. 
University of 
Southern 
Queensland 
($119m) 
$14,286,000 At ‘Deemed Cost’, as per Council valuation in 2001, with 
subsequent additions at actual cost. 
Straight line at 14.25%. 
University of the $4,620,000 At cost. Straight line at 14.3% for 
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Sunshine Coast 
($33m) 
monographs and 33.3% for serials. 
University of 
Sydney 
($894m) 
$493,664,000 
(comprising 
‘undergraduate 
collection’ 
$10,019,000 and 
‘research 
collection’ 
$483,645,000) 
Valuations provided by University librarians, ‘capitalised as 
at 31 December 1998 based on 1997 price indexed to 1998 
prices to reflect current market value’. 
The ‘undergraduate collection’ 
depreciated on a straight line basis 
at 20%.  The ‘research collection’ 
is not depreciated, ‘as it does not 
diminish in value because of the 
nature of the collection’. 
University of 
Tasmania 
($200m) 
$39,119,000 At cost Straight line at 5% for books and 
20% for ‘non-books’. 
University of 
Technology Sydney 
($350m) 
$19,815,000 At Council’s valuation as at 31 December 2002. Not depreciated. 
University of 
Western Australia 
($361m) 
$14,673,000 ‘Library books are recognised at historical cost based on four 
years’ acquisition ending 31 December 2002.’ (c) 
At ‘100 per cent in the fourth year 
after acquisition’. 
University of 
Western Sydney 
($336m) 
$13,658,000 At cost. Straight line at 20%. 
University of 
Wollongong 
($275m) 
$15,592,000 At cost. Straight line at 5% to 10%. 
Victoria University 
($281m) 
 
 
$9,748,000 At cost. Straight line at 10% for books, 
20% for serials, and  25% for 
audio visual materials and 
software. 
 
 
 
 20
Notes 
 
(a) The universities included in the sample are listed in alphabetical order.  To provide 
some general indicator of the relative size of the different institutions, total revenue 
from ordinary activities as disclosed in the 2002 annual report has been shown for each 
university.  It is acknowledged that this is only one possible indicator of university size. 
 
(b) All depreciation rates shown are annual.  To facilitate comparisons, where ‘useful lives’ 
were disclosed these have been converted to percentage depreciation rates.  For 
example, disclosure of ‘depreciation on a straight line basis over a useful life of 10 
years’ has been converted to ‘straight line at 10%’. 
 
(c) Also see the valuation policy for Edith Cowan University. 
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